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Executive Summary

The Philippines is the eighth largest market for U.S. agricultural exports and the top market in
Southeast Asia. Already a longstanding and reliable trading partner, the Philippines continues to offer
many opportunities for exporters because of its young and growing population and rising household
income. The Philippine food and beverage sector has grown significantly over the past decade, and
while the usual consumption patterns have been forced to accommodate pandemic restrictions in
recent years, the sector has been resilient. The United States saw a record year in 2021 for agricultural
exports to the Philippines, but the path to achieving annual records will likely be through diversification,
especially in consumer-oriented products. The strong trade relationship and consumer trust in U.S.
products built over decades can be an important asset for exporters.

INTERNATIONAL AGRICULTURAL TRADE REPORT



USDA Foreign Agricultural Service

’ U.S DEPARTMENT OF AGRICULTURE

Macroeconomic Perspective

The Philippines boasts one of the world’s fastest growing economies, a young and growing population,
and a steadily rising number of high-income households. Gross domestic product growth averaged 6.4
percent between 2010 and 2019, making the Philippines the 19th fastest growing economy in the world
during that period.” Quarantine measures and global disruptions due to the COVID-19 pandemic caused
the Philippine economy to contract by 10 percent in 2020, but 5.7 percent growth in 2021 and projected
6.7 percent growth in 2022 are signs of strong recovery.? Within the next few years, the Philippines is
expected to become an upper-middle-income economy, currently defined by the World Bank as having
a gross national income per capita between $4,096 and $12,695.
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The Philippines is the 12th most populous country in the world at nearly 115 million people in 2022.3
Population growth has been moderately high in recent years, averaging 1.6 percent annually between
2010 and 2019. This is higher than the world average of 1.2 percent annually, and notably higher than
most other large population countries, which tend to have lower growth rates. The Philippines also has
a particularly young population, with a median age of 24.1 compared to the world median of 31 and the
U.S. median of 38.5 in 2022. More than half of the country’s population is under the age of 25.

The Philippines has experienced high household income growth in recent years, and this trend is
expected to continue. The number of households with annual income more than $20,000 (an indicator
of households that likely have access to and can afford imported food) increased by 68 percent
between 2010 and 2019 to 2.8 million. IHS Markit projects that the number of households in this
income group will reach 4.6 million by 2030.

Consumption Trends

The size of the overall food and beverage sector in the Philippines has grown significantly in the past
decade. IHS Markit estimates that food and beverage sales were around $124 billion in 2021, double the
$61 billion in sales in 2010. Sector sales are forecast to increase nearly go percent by 2030 to $234
billion. Population and household income growth are important contributors, increasing total
consumption as well as the variety and quality of foods that are consumed. Recent trends show interest
in premium ingredients and healthier options. Other factors, most recently the COVID-19 pandemic,
have affected the types of foods people eat and the way they buy them.

3U.S. Census Bureau, International Database; estimated
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Philippines Food Sector Sales
Grocery retailer sales increased in 2020 while sales in restaurants declined
Billions USD
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COVID-1g related restrictions in 2020 required consumers to eat out at restaurants less frequently, and
instead eat their meals at home. Between 2019 and 2020, food service sales (which include restaurants,
cafes, bars, and street stalls) in the Philippines declined by 43 percent from $14.1 billion to $8 billion.*
During the same period, grocery retailer sales growth accelerated to 6 percent, increasing from $22.2
billion to $23.7 billion. Grocery retailer sales slowed in 2021, returning to the pre-pandemic trend. The
food service industry is not expected to recover until 2024.°

One of the most notable recent trends in worldwide food and beverage consumption is the rise of e-
commerce. While the trend originated as a reaction to the COVID-19 pandemic, it is likely that many
consumers will continue to shop for groceries online for convenience, facilitated by the increased online
presence of many retailers in the last few years. Philippine food and drink e-commerce sales have
grown significantly, rising from around $2 million in 2018 to $751 million in 2021. Euromonitor forecasts
that e-commerce sales in the country will be more than $1 billion in 2022 and will continue to rise in the
coming years, although it should be noted that this is still a very small percentage of the total food and
beverage sector sales.

* Euromonitor International
5 USDA FAS GAIN Report: Food Service — Hotel Restaurant Institutional
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Agricultural Trade

The Philippines was the eighth largest market for U.S. agricultural exports in 2021, reaching a record
$3.5 billion.

Top 10 U.S. Agricultural Exports to the Philippines (Values in millions of dollars)

2017-
2021
Commodity 2017 2018 2019 2020 2021 Average

Soybean Meal 747 884 788 900 960 7% 856
Wheat 555 642 708 827 871 5% 721
Dairy Products 242 247 273 409 437 7% 322
Pork & Pork Products 98 116 93 114 204 79% 125
Poultry Meat & Products
(excluding eggs) 92 111 102 64 147 130% 103
Food Preparations 74 86 91 109 110 1% 94
Processed Vegetables 96 102 129 74 97 31% 100
Other Feeds, Meals &
Fodders 51 73 67 75 86 15% 70
Beef & Beef Products 62 87 88 62 74 19% 75
Soybeans 92 66 52 54 65 20% 66
All Others 569 669 605 522 498 -5% 573
Total Exported 2,678 3,083 2,996 3,210 3,549 11% 3,103

Source: U.S. Census Bureau Trade Data - BICO HS-10

Exports increased 11 percent over 2020, surpassing Vietnam, and making the Philippines the top
market for U.S. products in Southeast Asia for the first time since 2015. Despite tariff and logistical

disadvantages, the United States has long been the top supplier of agricultural products to the
Philippines, compared to neighboring suppliers in Asia. In 2021, imports from the United States, with 21
percent of the market, were nearly double those from Indonesia, the next largest supplier.

Consumer-oriented products were the largest category of U.S. agricultural products exported to the
Philippines in 2021 at $1.4 billion, a 23-percent increase over 2020. The Philippines has been the top
Southeast Asian destination for U.S. consumer-oriented products since 2006. Top products in this
category include dairy products ($437 million), pork and pork products ($204 million), and poultry meat
and products ($147 million, excluding eggs). Year-over-year growth was particularly strong for U.S.
meat and poultry products, with pork exports growing by $90 million and poultry exports growing by
$83 million. Meat and poultry product exports have increased significantly in recent years to make up
for shortfalls in domestic pork production related to African swine fever. Pork exports benefitted from
temporarily lower tariffs and larger quota volumes, while demand increased for substitute proteins like
poultry.
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Intermediate products were the second largest category of U.S. agricultural products exported to the
Philippines in 2021 at $1.2 billion, a 4-percent increase over 2020. Top products in this category include
soybean meal ($960 million); miscellaneous feeds, meals, and fodders ($86 million); and ethanol ($51
million). As soybean meal is a large proportion of intermediate products exported, its $60 million year-
over-year growth accounts for much of the category’s overall growth in 2021.

Bulk products were the third largest category of U.S. agricultural products exported to the Philippines
in 2021 at $1 billion, a 4-percent increase over 2020. Top products in this category include wheat ($871
million), soybeans ($65 million), and pulses ($10 million). More than go percent of bulk exports to the
Philippines in 2021 were wheat, which increased by $44 million from 2020. Around half of the
Philippines’ wheat demand is for bread production, making them an outlier in Southeast Asia where
wheat is more commonly used to make noodles. United States exports hold more than go-percent
market share for milling wheat in the Philippines, although other countries supply significant volumes
of feed wheat.

Best Prospects

Soybean meal and wheat have long been the United States’ top exported agricultural products to the
Philippines and in 2021 accounted for just more than half of all exports. They will likely remain top
performers for many years. However, exports of consumer-oriented products have a high potential for
growth:

e U.S. meat and poultry product exports increased significantly in recent years to make up for
shortfalls in domestic pork production related to African swine fever. Future growth will be
driven by rising disposable incomes and a shift in protein preferences away from seafood.

e U.S. dairy product exports, particularly milk powder used in food manufacturing, will always be
strong prospects, because the Philippines relies on imports for around 99 percent of its dairy
consumption.

e U.S. pet food exports have recently surged worldwide, especially to markets in Asia. Exports to
the Philippines rose by 38 percent to $51 million in 2021 and will likely continue to rise as pet
ownership increases.

e U.S. processed potato exports, including frozen French fries and potato chips, have been
growing steadily for many years. Demand for frozen French fries declined in 2020 from the
effect of COVID-19 on restaurants, but exports have since recovered to previous levels. The
United States remains the top supplier, despite facing a 10-percent tariff rate and competition
from India and China who enjoy duty-free access.

e U.S. exports of food preparations — including flavorings, mixtures, and supplements — reached
$110 million in 2021 after consistent growth over the last decade, an indicator of rising demand
in food and beverage manufacturing.
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Trade Policy

The Philippines is a member of the Association of Southeast Asian Nations (ASEAN) and is thus part of
the ASEAN Free Trade Area along with its neighbors Brunei, Cambodia, Indonesia, Laos, Malaysia,
Burma, Singapore, Thailand, and Vietnam. As part of ASEAN, it also has free trade agreements with
Australia, China, India, Japan, New Zealand, and South Korea. The Philippines has only one bilateral
free trade agreement, the Philippines-Japan Economic Partnership Agreement. The Philippines is a
member of the World Trade Organization, so its most-favored nation tariff rates are applied to imports
from the United States.

Philippine food regulations generally follow the recommendations of the three international standard-
setting bodies. However, Philippine authorities have increasingly established restrictive conditions to
limit imports of politically sensitive agricultural commodities, such as rice, corn and its substitutes,
poultry, pork, and fishery products. The main regulatory bodies monitoring the safety and quality
aspects of imported agriculture and food products are the Department of Health’s Food and Drug
Administration and the Department of Agriculture’s Bureau of Animal Industry, Bureau of Fisheries and
Aquatic Resources, and Bureau of Plant Industry.
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